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According to a recent government report, commercial operations in Panama's Colon Free Zone
increased by 10% in 1993 compared with the previous year, accounting for 9% of the country's GDP.
The 300 ha. duty free zone generated US$9.603 billion in business during 1993, and contributed US
$294 million to the national economy in salaries and other benefits. Imports by companies operating
in the zone reached US$4.493 billion while "reexports" totalled US$5.110 billion. Reexports are
products imported from one country, and repacked or altered in some way and then shipped to a
third country.
Under terms of a 1947 law, businesses located in the free zone can import, store, alter, repack and
reexport merchandise without paying customs duties. Almost one-fourth of the goods directed
toward reexport are in the garment industry, while one-fifth consists of electronic equipment.
Hong Kong was the principal supplier in the Colon Free Zone last year, selling US$472 million in
merchandise in the first quarter of the year. Other major sources were Japan, the US, Taiwan, and
South Korea. About 70% of all free zone exports go to countries in South America, while 15% go to
neighboring countries in Central America.
Among the importers, Colombia was the single largest consumer of free zone goods in 1993, with
purchases of US$542 million. Despite the strong performance of the free zone, Panama's overall
trade deficit still grew by over 9% in 1993, reaching US$1.68 billion. According to official statistics,
1993 imports totaled US$2.19 billion, up from US$2.02 billion the previous year, while exports were
only US$507.6 million, a slight increase from 1992 exports of US$480.9 million.
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